
12/13/2013 % Wk Chg % Yr Chg

DJIA 15,755.36 -1.65% 20.23%

S & P 500 1,775.32 -1.65% 24.48%

Nasdaq 4,000.98 -1.51% 32.50%

EAFE 1,818.48 -2.99% 13.37%

Emerging Mkts 990.48 -1.17% -6.13%

Hang Seng 23,245.96 -2.09% 2.60%

NIKKEI 15,403.11 0.67% 48.18%

FTSE 6,439.96 -1.71% 9.19%

CRB Index 279.67 0.36% -5.20%

Dow Jones Utility 477.81 -2.55% 5.46%

TIPS Index 110.54 0.19% -8.95%

VIX Index 15.76 14.29% -12.54%

OIL 108.83 -2.59% -2.05%

Gold 1,238.69 0.78% -26.02%

Euro 1.37 0.27% 4.11%

Yen 103.21 0.29% 18.99%

Sterling 1.63 -0.30% 0.45%

High Yield 6.03% 0.17% -10.93%

Investment Grade 3.89% -1.02% 15.77%

2 Year Gov't 0.32% 6.67% 29.66%

5 Year Gov't 1.53% 2.68% 111.65%

10 Year Gov't 2.86% 0.00% 62.74%

30 year Gov't 3.87% -0.51% 31.19%

2 Year Muni 0.33% 13.79% 12.63%

5 Year Muni 1.10% -0.90% 31.58%

10 Year Muni 2.79% -0.36% 64.70%

30 Year Muni 4.16% -1.42% 50.56%

3m LIBOR 0.24% 0.00% -21.57%

Fed Funds 0.08% -20.00% -55.56%

Prime 3.25% 0.00% 0.00%

Money Market 0.39% 0.00% -23.53%

12m CD 0.67% -2.90% -2.90%

30 Year Mortgage 4.49% -0.66% 32.06%

15 Year Mortgage 3.52% -0.56% 25.27%
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Over the course of the last thirty-five years the nature of commercial 
and investment banking has changed in dramatic ways.  From the 
days of regulated liability cost (who remembers the pass book 
savings account with its 4% rate), to a shifting of pricing that resulted 
in disintermediation and the spawning of new markets like money 
market funds.  Thirty-five years ago the market was littered with 
small investment banking firms and brokerage firms that consisted of 
the names of the senior founders.  Firms like Kidder Peabody, EF 
Hutton, Lehman Brothers, Drexel Burnham Lambert were the places 
fortunes were made based on trading and taking risk.  Since then time 
has passed and those small firms were gobbled up by larger and 
larger financial institutions that were dominated by commercial 
banks.  The landscape changed over time so that today a few very 
large banks control a vast amount of the nations deposits and market 
trading activity.  The events of 2007 to 2009 brought to light the risk 
of this concentration in financial activity, and just how inter-
connected the system has become.  In this new paradigm the financial 
market proved to be fragile and so after thirty-five years of 
deregulation we are now seeing a return of reregulation.  This was all 
highlighted this week with the barrage of headlines discussing one 
issue, "The Volcker Rule." 
  
Former Fed Chairman Paul Volcker was asked to come up with rules 
to help oversee our nation's largest banks and to specifically draft 
legislation that addressed the activity known as "proprietary trading."  
Banks' traditional business was to take in depositor's money and 
make loans back to the community.  As profit margins have declined 
in traditional banking, management has looked to other areas for 
revenue such as proprietary trading.  Those that are right reap huge 
rewards; those that are wrong suffer potentially massive loses.  At the 
core is the issue of whether banks that get a portion of their funding 
from Federal insured bank deposits should be allowed to participate 
in this potentially risky trading activity.  The recently released 
Volcker Rule outlines the new regulations that banks and their 
managers must follow when it comes to taking risk.  The document 
itself is over 1000 pages. Having recently spent some time looking at 
the balance sheet and income statement of a couple of these large 
banks, it raises an even more controversial question, are the big banks 
manageable?  It's very hard to believe that any bank management 
team can get their hands around the complexity and nuances of all 
that is occurring on their watch.  Now we add a new 1000 page 
rulebook over an already complex story and one has to ask the 
question, have our large banks gotten too big to manage?  
  
From Mega Banks we move to the other extreme, Family Banks.  I 
read a study that was sponsored by a major brokerage firm that 
discussed the evolving nature of what they called "The Family 
Bank."  Currently 62% of adults age 50 provide some level of 
financial support to other family members.  The article entitled "Are 
You the Family Bank" brought to mind what we all suspect.  We all 
are aware given the tough job market for young adults that support is 
often given to our children.  But 26% of grandchildren, 16% of 
parents, 13% of siblings are getting support from their Family Banks. 
The article suggested that families establish rules for the "Family 
Bank" in order for everyone to understand how it will work.  I for 
one am applying the new 1000 page Volcker Rules and vow to place 
severe limitation on my own speculative proprietary trading.  
  
Carl Gambrell 
  
 


